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FALCONBRIDGE COPPER LIMITED 


REVIEW IN BRIEF 


Revenue from metal shipments (gross) 


Earnings for the year 

Per share 
Dividends paid 

Per share 
Expenditures on exploration and development 
Additions to property, plant and equipment 
Preproduction exenditures deferred 


Working capital end of year 


1973 
$79,278,000 
27,592,000 
2.30 
9,590,000 
0.80 
3,619,000 
6,320,000 
2,756,000 


25,218,000 


1972 
$48,065,000 
9,276,000 
OF 
9,590,000 
0.80 
3,920,000 
3,499,000 
411,000 


12,897,000 
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FALCONBRIDGE COPPER LIMITED 


REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


We are pleased to present the third Annual Report of your Company. The consolidated financial 
statements include Sturgeon Lake Mines Limited in which the Company holds a 67% _ interest. 


Earnings 

Earnings for 1973 were at an all time high of $27,592,000 or $2.30 per share compared with $9,276,000 
or 77 cents per share in 1972. The increase was almost entirely due to higher metal prices received during 
the year. 


Working Capital 

Working capital increased during the year by $12,321,000 to $25,218,000. This increase is after 
payment of dividends of $9,590,000 or 80 cents per share and total expenditures on fixed assets and 
preproduction amounting to $9,075,000. 


LAKE DUFAULT DIVISION 


The Norbec and Millenbach mines both operated at planned rates in 1973. All of the production 
from the Millenbach mine was milled with the additional mill capacity being filled from Norbec. The 
balance of the Norbec production was stockpiled. 


Production of copper was higher than in 1972 and production of zinc was slightly lower. 


Financial Review 1973 1972 
NGigrevenue.(ronimmetal ShiDIMemts7 a) sa any .'. oc eee bau fe Wola a Sas $30,058,000 $15,640,000 
Mining, milling and general mine expense ...............---+.6: 6,207,000 4,677,000 

23,851,000 10,963,000 
ExXplonatioiaanamacyvelopment sien arene terde shee wich ateetyc Pe hr epee 2,772,000 3,094,000 
21,079,000 7,869,000 
DepreciavionmahlGaralnontiZatlO Mas sere or acnc de cc ss te tec fonae oe ons bs tet 3,259,000 2,988,000 
SO SKA C Sm Omlumarecar eres Ae oe eM rna Mth on he cop ie duasneayh Oe eT eA ede" Aan $17,820,000 $ 4,881,000 


The increase in mining, milling, and general mine expense is a result of higher mining costs due to 
more expensive mining methods required at the Millenbach mine and the general escalation of costs for 
both labour and material. Treatment and refining costs were greater due to increased metals processed 
and escalation of treatment and refining charges. 


The average prices received for metal in concentrate were: copper 78.1 cents per pound compared 
with 47 cents in 1972, zinc 26.2 cents per pound compared with 18.6 cents in 1972, gold $106.55 per 
ounce compared with $63.22 per ounce in 1972, and silver $2.85 per ounce compared with $1.76 per 
ounce in 1972. Metal settlements outstanding contain 12,074,000 pounds of copper and 22,718,000 pounds 
of zinc, for which no final settlement price had been established at year end and which have been valued 
at an average price of 78.5 cents per pound for copper and 24.6 cents per pound for zinc. 


Depreciation and amortization write-offs increased by $271,000 due to additions made to buildings, 
machinery and equipment. Exploration and development expenditures continued at a high rate. 


Operations 

Production of copper was 37,783,000 pounds compared with 32,850,000 pounds in 1972. Production 
of zinc was 37,950,000 pounds compared with 38,218,000 pounds in 1972. Ore milled totalled 555,300 tons 
compared with 561,600 tons in 1972. Mill heads averaged 3.65% copper and 4.41% zinc compared with 
3.16% copper and 4.39% zinc in 1972. 


Development and Exploration 

Total development and exploration footage for the year at Millenbach was 5,516 feet plus 136,000 
cubic feet of stations, sumps, loading pockets, and diamond drill stations. This includes 962 feet of winze, 
all of which was through difficult ground. Some 160 feet of winze plus loading and spill pockets remain 
to be completed in 1974. 


FALCONBRIDGE COPPER LIMITED 


Total footage at Norbec was 230 feet plus 9,000 cubic feet of diamond drill stations. 


Diamond drilling amounted to 35,924 feet on surface, 35,461 feet underground at Millenbach and 
14,918 feet underground at Norbec. 


Exploration efforts were successful in substantially maintaining ore reserves at both mines. 


Exploration programs were undertaken on seven groups of claims in the general Noranda area, and 
on a block of ground adjoining the mine property in Duprat and Dufresnoy Townships. No significant 
mineralization was encountered. 


Ore Reserves 


Ore reserves at year end were estimated as follows: 


Copper Zinc Silver Gold 

NORBEC Tons % % OZ oz./T 
Underground’ ieee 224,000 Te12 0.25 0.09 — 

Sutface- stockpiles @oeness en 325,000 1.18 2.07 0.30 0.005 

549,000 1.15 11,338! 0.21 0.003 

MILBENBA CH pax 27 ak tea eee 2,238,000 Sel 4.09 eZ 0.019 

Total: ecaeedos ult recede ane 2,787,000 2.8 3.5 09 0.015 


This represents a decrease of 48,000 tons after milling a total of 555,300 tons during the year. 


General 


Capital expenditures for buildings, machinery and equipment were $1,189,000 compared with 
$1,114,000 in 1972. Main items of expenditure were for underground equipment, expansion of shop and 
dry facilities and additional compressed air capacity at Millenbach, a backfill preparation plant at Norbec, and 
development of a new tailings pond. 


The Norbec mine continues to operate beyond expected life. This extension of life is due to higher 
metal prices, favourable ground conditions, low mining costs, and additional tonnage developed as a result of 
exploration efforts. 


Total employees on the property at the year end was 379 including staff, as compared to 341 at 
the end of 1972. 
OPEMISKA DIVISION 


Production was affected by a shortage of experienced miners during the year. This shortage, along 
with a lower grade, resulted in metal production being lower than in 1972. 


Financial Review 1973 1972 
Net: revenue’ froma metal shipmemtses, << ae eet ere en ees $30,357,000 $17,928,000 
Mining, milling and general mine expense ....................--- 10,255,000 10,262,000 

20,102,000 7,666,000 
Explorationzand developmienitees...e eeeeeree ee ae re eee eae 843,000 811,000 
19,259,000 6,855,000 
DepreciationZand amortization 1 ae oe ee ene eee 841,000 1,173,000 
Operating: profit. nance once cers See ene ag ate ee ee nee $18,418,000 $ 5,682,000 


Total operating costs were on the same level as 1972. Unit costs were higher than in 1972. 
Exploration and development expenditures were slightly higher than in 1972. 


The average prices received for metals in concentrate were: copper 80.2 cents per pound compared 
with 46.6 cents per pound in 1972, gold $107.84 per ounce compared with $62.99 per ounce in 1972, and 
silver $2.88 per ounce compared with $1.79 per ounce in 1972. Metal settlements outstanding contain 
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16,299,000 pounds of copper for which no final settlement price has been established and which have been 
valued at an average price of 79.9 cents per pound. 
Operations 


Production of copper was 43,152,000 pounds compared with 48,020,000 pounds in 1972. Ore milled 
totalled 1,063,000 tons compared with 1,157,000 tons in 1972. 


Mill heads averaged 2.14% copper compared to 2.20% in 1972. To maintain production it was 
necessary to draw heavily on blast hole stopes where dilution has been a problem. 


Distribution of ore mined and milled was 71% from the Perry mine and 29% from the Springer mine. 


Development and Exploration 


Total development footage for the year was 23,052 feet compared with 24,756 feet in 1972. The 
major portion of this development was done in the lower Perry mine. 


Diamond drilling amounting to 7,818 feet on surface and 99,150 feet underground was accomplished 
during the year at the property. 


Surface exploration continued with emphasis on outside prospects in the vicinity of the mine area. 
Diamond drilling on various anomolies totalled 5,729 feet. No intersections of economic significance were 
encountered. 

Ore Reserves 


Ore reserves as of December 31, 1973, were estimated as follows: 


Tons % Copper 
SOM CO mmIVINMN Cen moment mire noch Msn ae iwie susie ePavalss 1,910,200 pageye) 
PREV MUN IT OMe tis che. Wate: tee ceteris otha. eis ana cae a kauctens 2 4,063,800 2.49 
COOKG MINING teeter Steet dg ee mien en eke Dah oes 555,000 1.46 


GTO Ua Hak ee etcetera PS a Poth tos ate 6,529,000 2.42 


This represents a decrease of 389,000 tons after milling a total of 1,063,000 tons. 


Reserves at the Cooke mine are estimated to contain 0.30 ounces per ton gold. 


General 


The shaft and ventilation raise collars at the Cooke mine were established in bedrock through 
approximately 50 feet of extremely difficult overburden. The Robitaille mine plant was relocated at the 
Cooke mine site. At year end the headframe was being erected. 


Capital expenditures for buildings, machinery and equipment were $754,000 compared with $375,000 
in 1972. Preproduction expenditures amounted to $964,000 at the Cooke mine. 


A total of 28 new homes were constructed at Chapais during the year, most of which will be sold 
to employees. 


Labour turnover was higher than during the previous year. Induction and training programs have 
been accelerated to try to maintain a stable work force. 


Employer-employee relations were good throughout the year. The present collective bargaining 
agreement expires on March 31, 1974. 


Total employees numbered 699 at the year end, no change from the previous year. 
STURGEON LAKE JOINT VENTURE 


The boundary orebody, which is located on two mining claims of the Sturgeon Lake property and 
two mining claims purchased from Mattagami Lake Mines Limited, is being developed for production by 
the Company, NBU Mines Limited and Sturgeon Lake Mines Limited. It was found financially advantageous 
to the Company to proceed by way of a joint venture. The Company is providing 93.4% of the funds re- 
quired and NBU the balance. The Company’s share of expenditures to the end of 1973 amounted to some 
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$6,000,000 and it is estimated that an additional $10,000,000 will be required. Each of the Company and 
NBU will recoup its expenditures out of the first revenues from production, after which the parties to the 
joint venture will share revenues of production in the following proportions: the Company as to 13.4%, 
NBU as to 6.6% and Sturgeon Lake as to 80%. 


The Company has a 67% interest in Sturgeon Lake Mines Limited. 


Ore reserves in the boundary orebody are estimated at 2,110,600 tons of pit mineable ore averaging 
2.98% copper, 10.64% zinc, 1.47% lead, 6.14 ounces silver per ton and 0.02 ounces gold per ton. It is 
expected that production will commence late in 1974 at a rate of 1,200 tons per day. 


During late winter and spring a base camp was established with services to accommodate 300 men. 
This will serve as a construction camp and later as permanent quarters for single status employees. 


Clearing was completed for the access road right-of-way, the pit and plant sites, laydown areas, 
and waste disposal areas. Temporary offices, garage, storage and warehouse buildings were erected. Equip- 
ment was purchased which was suitable for both road building and overburden removal at the pit site. 


Detailed soils investigation was carried out at the pit site, plant site, and the tailings dam areas. 
Definition drilling of the orebody was completed in order to fully define the pit stripping limits. 


The 5-mile access road from Mattabi was completed by mid-year. Overburden stripping in the pit 
area was Started in July and at year end was 45% complete with 1,283,000 yards removed. A perimeter road 
was built outside the stripping limits and a seepage seal was constructed in low areas outside the perimeter 
road. 


Construction of the concentrator building started in July involving excavation for foundations. At 
year end the concentrator building was erected and closed in. This building will also contain the pit garage, 
mechanical and electrical shops, warehouse, first aid room, reagent storage, main electrical switchroom, 
mine dry and offices, mill dry and.offices, and the assay laboratory. 


Work completed at the crushing plant at year end included excavation to bedrock and structural and 
heavy equipment foundations for the crusher house, coarse ore bin, and transfer house. 


Construction of the main tailings dam was 90% complete at year end, the rail siding for loading 
concentrate which is located west of Mattabi was started, and clearing of the hydro right-of-way was also 
commenced. 


Housing for mine personnel was under construction in the Town of Ignace at year end. 


Dividends 

Your Directors have declared a dividend of 20 cents per share payable in Canadian funds on March 
29, 1974, to eligible shareholders of record on March 8, 1974. 
Acknowledgements 


Mr. James Holmes, upon his appointment as Vice-President Finance, retired as a Director of the 
Company. Mr. H. B. Keck was elected to the Board of Directors and appointed a member of the Executive 
Committee. 


Your Directors wish to extend their thanks for the effort and co-operation of management, staff, and 
all employees throughout a most successful year. 


On behalf of the Board of Directors: 


th Q 


~MARSH A. COOPER, eRe SMITE; 
Chairman of the Board. President. 


Toronto, Ontario, 
February 19, 1974. 


FALCONBRIDGE COPPER LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For Year Ended December 31, 1973 
($000 omitted) 


i he WAS) le 
iG eC OlCwriILlCC pemeges tan treet pane ae alan wen Mie CTA 28 Si he 1,618,110 1,718,489 
Revenue from metal shipments 
GOR ye ame ire Oe ee ee ee Re hE in Be fea hen iui Cats $ 64,107 $ 37,820 
PEWAYE 2%. Souler: cat cee CO a het ee a RA a ee 9,936 7a Wa Bi 
Gia ear, eta eh ea eae arta a 2,778 1,610 
SHINEE 2 5 Ga Cees Oe hye Saat Le el ne en 2,457 1,d20 
79,278 48,065 
Decdiicttreatment anGsrenimiasv Changes he. og Slew Wise suid ev Geys e oe ae 18,863 14,496 
NetmMe ven UCa Oma Ne calesmiPMOMess este te ian "lle ectd Son aid Season vane wie ae in 4 ites mane 60,415 33,569 
Operating and administrative costs 
Mining smiling -and= Seneralsmine Expenses... 2 ..-.¢-00 0-8 ore ee wha ae 16,470 14,939 
AGwMinistrativerand general EXPENSES so en. om ea sas wie tiene des nee ees oe tune 755 587 
17,225 153526 
Operating protit- before the undernoted: items «22... 2. .¢6a. wee vo Yu ome 43,190 18,043 
Preproduction and development expenditures written off (note 4) ......... 1,364 1,604 
teh) § SE WT OMA Geer eit Se we eae PRE 7 Coxth nk ean a A 2,360 2/191 
EXDlotalonmancrdevelopmenteexpengitures mein sq.m aac 6. ck eck ea els 3,619 3920 
RINOLUIZAlOn, OL MMMINGs PrOperuies-andeclalINsS cesias ase ae soho woe e ees vs 391 366 
7,734 8,081 
ODOC AU CeO ll eee rns waa Ar EAA APOC Sch astral Subic o o,ecs kee Su Suet g 35,456 9,962 
PAGO Meas LOMUmIAVCSUTICIICS mm ercue ai, rapes < (8 ay? t... gan wensic remes Sap eee colere aay} 667 316 
Basin es eUClOle taxes ee ann emt Mew tepn rein RM EIRA ES Se dew le ata ak prunes a olen 36,123 10,278 
PICOMMe ET CUTIE Stak OS ITO Eo) Brent lee er watrens GA. Nokes 5. Dita wil ole p< Slave aes 8,531 1,002 
Rabies ioraiegy Cala carte ee eta ie peat ee ci tes eM Belov yet eh o!Petat ewe Wh Oe 27,592 9,276 
Retainedecal Mines OEIIMINSLOlPVEadls ayo stku vin louie aselSade © 4.r.cttdaa wa eieaie’s gots 20,455 20,769 
wine CeraPol: “tpfen com SR a |e Eo er cea ee Gk Oras wane Aatigs BA ae te oN i roa a 1 ORO NS nr com (9,590) (9,590) 
Retainecdcearninzs end Or -Vearin = oie ene le ee ee es pede nie alee wy $ 38,457 boa 20455 
EALIMINESOD CESS ATE TOL H 3) mtr teers tars Mage OM ain cc sens aie oats 1s er ore b aeb ae $2.30 $0.77 


(See notes to consolidated financial statements) 


FALCONBRIDGE COPPER LIMITED (Incorporated under the laws of Quebec) 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1973 
($000 omitted) 


ASSETS 
Current 


Cash and temporary investments thereof, at cost which approximates market 
VAS gen Fes esate dias AUS ores on pigeon ttl eras a ote gee 
Accounts receivables 2 cuca ce re ee ret ee ee 
Metal settlements receivable and concentrates in transit, at estimated realizable 
Value: (MOTE *G)o Yate UAE re iaee tre Gre a ued rea ee 
Supplies,-at thelowerm ofacost andarep|acementncostiw tee a ee 
Totalcurrentsassetsite cos: ares se cectcis a cai ok ee ent ae ae 
Non-current 

Investment in 28,724 shares of parent company, Falconbridge Nickel Mines 
Limited, at cost (market value 1973 — $1,788; 1972 — $1,871) ......... 


Property, plant and equipment 
Producing assets — 
Plant<and «equipMmentsalcOSt eayyrcrtan ents Gaerne Se eee he aed es 
Less accumulated:depreciation : cetacean eee ee 


Mining properties and claims, at cost less amounts amortized .......... 
Preproduction and development expenditures, at cost less amounts 
amortized. (NOLE2A): 25. A6he weedeat eh ee ee ee 


Non-producing assets — 
Plant and equipment under construction, atccost 21. eee ee 
Mining properties ancclalinns, -atacostc+rs nee oe eee eee 
Preproduction and development expenditures, at cost (note 4) ......... 


Other 
Inventory of broken ore on surface, at cost which is less than estimated 
realizable-walue@octcnicc oteats Maentan ce teres Lane eee et ie orn oy aon ete 


To the Shareholders of 
Falconbridge Copper Limited: 


1973 


$ 13,778 
485 


20,891 
1,354 


36,508 


2,746 


26,999 


21,810 


5,189 
1,433 


2,501 


9,123 


4,855 
2,013 
3,255 


19,246 


1,228 
1,367 


2,595 
$ 61,095 


1972 


$ 3,846 
1,243 


12,511 
1,244 


18,844 


2,746 


25,603 


N9,518 


6,085 
1,823 


3,865 
3 


2,015 
499 


14,285 


960 
1,151 


padi 
$ 37,986 


AUDIT 


We have examined the consolidated balance sheet of Falconbridge Copper Limited a 
at December 31, 1973 and the consolidated statements of earnings and retained earnings, anc 
changes in financial position for the year then ended and have obtained all the informatior 
and explanations we have required. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence 


as we considered necessary in the circumstances. 


LIABILITIES 


Current 1973 O72 
ACCOUnSs pay alle amcraCctuedrcnal ges eta ace ats w ta here baie oe eels $ 2,397 $ 1,710 
neoOmeximinihnerdndeother taxes: Payavles uneeines tees aimee eae nt. 7,768 7 
DiIViGChUSMOAVAD | CamMee Rann enn Gan hs ungme eho. Nee cra eatinisas cd htaecnceois 1,125 2,446 

ROtameticremumliao) MES apace eats wecki GA ueies ed ne Me Ln Ag oka etn: 11,290 5,947 

NON-CUITEenL Dank “MGeDLCdNeSs oy. 5 < oes acs sae st ne Ln sd Ru gerd kes 0 285 

Deterrearincomer and mining taxes «fe te te a tee oe ee, oslo, Oo ee es 762 T27 

NUMOLICY BINtClCStmen ate ere ae tee ener net nie aac aa ete Be 185 171 


Shareholders’ equity (note 3) 


Capital — 
Authorized: 
20,000,000 shares without par value 
Issued: 
ed OAD a BASS AG NE Lf vor Bleed) rie a AE RCA Bry oe ee at ace a 10,401 10,401 
Retell ermal ile S mat ere ebm iar Em Anat ccna ORK nae mt Ac aS. 38,457 20,455 
48,858 30,856 


On behalf of the Board: 
J. R. SMITH, Director. 


MARCEL BELANGER, Director. 


$61,095 $37,986 


(See notes to consolidated financial statements) 


IRT 


In our opinion and according to the best of our information and the explanations given 
to us, and as shown by the books of the companies these consolidated financial statements 
are drawn up so as to exhibit a true and correct view of the state of the affairs of the 
companies as at December 31, 1973 and the results of their operations and the changes in 
their financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada, CLARKSON, GORDON & CO., 
February 15, 1974. Chartered Accountants. 


FALCONBRIDGE COPPER LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


For Year Ended December 31, 1973 
($000 omitted) 


Funds were provided by 1973 1972 
Earnings for the® year 5.2. ta % sce: -fe uo Shoe oe Bene weed te ee ey ee $ 27,592 $9276 
Add expenses not requiring an outlay of working capital in the current 

period — 
Amortization of preproduction and development expenditures ........ 1,364 1,604 
Depreciation: cs 2c 262 tess oer tines Sale Ome ero e mie ica orca eas ances 2,360 27191 
Provision for (recovery of) deferred income taxes ...........-.+-.40- 35 (15101) 
Amortization of mining properties and claims <2... 32) -...-9-5- see 391 366 
Funds: from“Operationsss.. soae soe Sem ace Accent a ehyaee, Sener ree 31,742 123336 
Increase (decrease) in bank: Indebtedness src.jercicn cscs parte ee (285) 285 
31,457 12,621 

Funds were applied for 
Di vice rics: sasecegsaltebeogek ee eae a tesasncci sth AS on seg eee Uh mite eras ie mene aches 9,590 9,590 
Net additions: torplantand equipment 4274.5 sec.) avin te ets 6,319 1,489 
Preproduction expenditures 50s oser yn. wel Su eee eee ae ee aver 2,756 411 
Purchase of maining -Clatims 9s as ecese ores ror. alo e Siaeoteee terse cree teenie ae 1 2,010 
Increase in broken“ Orepon ssutlaGe 12> oce epee Serer te ae ee eee 268 782 
Net “increase imcother sassets wa. cents soe ek aed a oe ene eee een ent mere 202 7 

19,136 14,399 

Increase (decrease) in working capital during the year ....................... $ 12,321 $ (1,778) 

Changes in components of working capital 
Increase (decrease) in current assets — 

Cash and*temporary investments’ thereof 422. .4-5..5-- a> sees $ 9,932 $ (1,630) 
Accounts rece nWable + axiag% acme: ogee craic elton anon eter ca Prelate eer caren eran aa (758) 963 
Metal settlements receivable and concentrates in transit .............. 8,380 25353 

SUP PIGS 5. cA0FS in Seer I eres tee eet tenet Enea eee Oot teed na en 110 166 
17,664 1,652 

Increase (decrease) in current liabilities — ah 
Accounts payable'and accruied*chargesmat. ey 2 seins te mee ees 687 (232) 
Income, mining ‘and other taxes payable 220e 220-6 ~ 0 0-10 cae 5,977 1,416 
Dividends. payable (sah. fiachic5 tes e crat eee cies heme node biede eee neuen nee er (1,321) 2,446 
5,343 3,630 

Increase (decrease) in working capital ............ 0... cece ee ee eee 12,321 (1,778) 

Working capital, beginning of year... : face ce ee es tue ce eee 12,897 14,675 

Working. capital, ‘endof year, 60.0.2.) ook. oe eee ee ee oer $ 25,218 $ 12,897 
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(See notes to consolidated financial statements) 


1. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1973 


Accounting policies 


The following is a summary of certain significant accounting policies followed in the preparation of the 
consolidated financial statements. The policies conform to generally accepted accounting principles and 
have been applied consistently. 


(a) The accounts of Sturgeon Lake Mines Limited, a 67% owned company, have been consolidated. 


(b) Plant and equipment are stated at acquisition cost, including transportation and installation costs. 
Repairs and maintenance are charged to operations or preproduction and development, and better- 
ments and replacements are capitalized. Upon sale or retirement, the cost of the assets and the 
related allowances for depreciation are removed from the accounts and any gains or losses thereon 
are taken into earnings. 


Depreciation on the company’s plant and equipment is calculated using the straight line method at 
rates designed to write-off the assets over the then estimated producing life of the related mine. 


(c) Amortization of mining properties and claims is provided in the accounts on a mine by mine basis, 
in the proportion that annual copper production is of the total estimated pounds of recoverable 
copper. 


(d) Preproduction and development expenditures are deferred in the accounts until the mine is brought 
into commercial production. These costs are then amortized using the straight line method at rates 
designed to amortize the expenditures over the estimated producing life of the related mine. 


(e) Exploration costs related to unknown or unproven ore bodies are expensed as incurred. 


(f) The company follows the deferral method of income and mining tax allocation. Deferred income 
and mining taxes result from claiming deductions for tax purposes, (principally depreciation, pre- 
production and development expenditures, and mining properties and claims) in excess of amounts 
charged in the accounts. 


(g) Concentrates in transit are recorded at estimated realizable value because they are covered by sales 
contracts. Inventories of supplies are valued at the lower of cost and replacement cost. Inventories 
of broken ore on the surface are valued at the lower of cost and estimated realizable value. 


Sturgeon Lake joint venture 


Falconbridge Copper Limited, Sturgeon Lake Mines Limited and NBU Mines Limited are parties to a joint 
venture agreement to build and operate a facility to mine the Sturgeon Lake boundary ore body, which 
is expected to begin production in late 1974. The company is to provide 93.4% of the financing, which 
is not expected to exceed $16,000,000 of which $6,000,000 has been expended to December 31, 1973. 
While the company has arranged for a bank line of credit for $7,000,000, present plans are to finance 
its share of capital costs from its own resources. The Falconbridge Copper balance sheet reflects 93.4% 
of joint venture assets and liabilities. 


Share capital, dividends and earnings per share 


Falconbridge Nickel Mines Limited has agreed that it will disclaim any dividends on 983,000 shares of 
Falconbridge Copper and it will not transfer such shares before the date on which the directors of 
Falconbridge Copper determine that a mine has come into commercial production on the Sturgeon Lake 
copper-zinc property. Accordingly, earnings per share have been computed without attributing any 
earnings to the 983,000 shares. 


In 1973 the company declared dividends of $0.80 per share on 11,987,125 shares. 


ia 


FALCONBRIDGE COPPER LIMITED 


4. 


We 


Preproduction and development expenditures 


Preproduction and development expenditures include the following ($000 omitted): 


Expenditures Amortized Unamortized at 
in year in year December 31 
1973 1972 1973 Toy 2 1973 1972 
Producing mines — 
Millenbachimmesusne cr $ 1,364 $ 1,364 $ 2,501 $ 3,865 
PONY a Gedo gees ee 240 
$ 1,364 $ 1,604 $ 2,501 $ 3,865 
Non-producing mines — 
Sturgeon Lake project $ 1,792 $ 411 $ 2,291 $ 499 
Cooke “se eee eee 964 964 
$ 2,756 $ 411 $ 3,255 $ 499 


Income taxes 


Under Federal and Quebec income tax acts applicable in 1973 and previous years, new mine income 
qualified for a three year tax exemption. The Millenbach mine came into production on November 1st, 
1971 and contributed $1,000,000 to “operating profit before the undernoted items” in 1971, $10,200,000 
in 1972 and $22,700,000 in 1973. Although certification of the tax exemption status of this mine has 
yet to be received from the tax authorities, the company has assumed that such certification will be 
granted and accordingly, no tax provision has been made in the accounts in respect of income from 
this mine. If this mine were not entitled to tax exemption status, it is estimated that income tax expense 
would be increased by $300,000 in 1971, $3,200,000 in 1972 and $6,900,000 in 1973. Because the new 
mine exemption terminated on December 31, 1973, Millenbach mine income will become taxable in 
1974. 


A recent court decision in the case of another taxpayer, which is presently under appeal to the Supreme 
Court of Canada, raises the possibility that, assuming the Millenbach mine is entitled to tax exemption 
status a portion of the new mine income might be subject to tax. There is no satisfactory precedent 
upon which to base an estimate of the income tax liability that might arise should this litigation establish 
a different basis for the determination of new mine income and accordingly, no provision for tax has 
been made in the accounts in this respect. 


Metal settlements receivable and concentrates in transit 


The company has entered into contracts for the sale of its concentrates, according to practices common 
among Canadian mines, where the price the company receives is determined, on average, four months 
after the concentrates have been shipped from the mine. For purposes of determining realizable value 
at December 31, 1973, the company has assumed average metal prices of 79¢ per pound (on 28,400,000 
pounds) for copper and 24¢ per pound (on 22,700,000 pounds) for zinc. The company sells approxi- 
mately one-quarter of its copper in Canada at a lesser price than the balance of the copper which is sold 
on the London Metal Exchange. 


Remuneration of directors and senior officers of the company 


Charges included in the statement of earnings for remuneration paid or payable to directors and senior 
officers amounted to approximately $253,000 in 1973 and $224,000 in 1972. 


FALCONBRIDGE COPPER LIMITED 


MINE OPERATING PERSONNEL 


Opemiska Division 


Manager J. P. Bonneville 
Assistant Manager R. C. Bryce 
Office Manager A. A. Gelot 
Purchasing Agent W. Radakovich 
Superintendent-Employee Relations G. G. Bérubé 
Chief Engineer A. Sheikh 
Chief Mine and Exploration Geologist A. J. Gagnon 
Underground Superintendent JzsE Brook 
Mill Superintendent J. R. Maxwell 
Chief Assayer G. E. Hornsby 
Mechanical and Surface Superintendent C. A. Baker 
Electrical Superintendent M. G. Thomas 


Lake Dufault Division 


Manager W. R. Wright 
General Superintendent G. S. Dundas 
Chief Geologist M. J. Knuckey 
Chief Technical Advisor, Engineering W. N. Brosko 
Chief Accountant G. R. Girard 
Personnel Officer S. H. Nudds 
Mine Superintendent J. B. Smith 
Mill Superintendent R. J. McLeod 
Plant Superintendent E. Lehto 
Master Mechanic M. Bélanger 
Chief Electrician J. Bryant 
Purchasing Agent J. Mazuhelli 


Sturgeon Lake Joint Venture 


Manager H. R. Graham 
Chief Engineer S. A. Poppen 
Chief Accountant ES tiestadds 
Master Mechanic F. Sonser 
Chief Electrician D. Wayne 


Purchasing Agent F. Rice 
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FALCONBRIDGE COPPER LIMITED 


RECAPITULATION DES DONNES FINANCIERES SUR 10 ANS 


(en milliers) 


1973 Wy 97a 1970 1969 1968 1967 1966 1965 1964(2) 
Statistiques ora 7 a. re a a os 
Réserves de minerai (tonnes) ............ 11,287 11,724 11,543 QHUT 7,921 7,986 Wu s GOA 7 A480 6,769 
NAMIC AraET alte COMMES) oe kao koe 2 av he ote 1,618 W718 1,583 1,255 1,198 WAS? 1,230 1,156 ip228 861 
GIVE eOLOCUIEM(IVEES) Pen cau ona be ees 80,935 80,870 62,012 50), BAC SVL ll Se 56,817 78,866 89,952 93,641 51,050 
ZAC MO GOCUICILIVECS) tit seater, eee i ne ee BI 50 38,218 14,569 10,648 12,249 24,612 68,772 75,606 60,290 12,188 
Bénéfices 
Revenu net de la vente de métaux ........ $60,415 $33,569 $25,267 $25,148 $32,861 $26,043 $39,362 $45,219 $36,122 $14,962 
Dépenses d’exploitation et d’administration 7, 225 15,526 13,074 WN OSL 9,354 G32 {8} 5a)// 8,276 7,285 BO 
Dépenses d’exploration et de mise en valeur 3,619 3,920 2,467 aps yi 275A 2,849 2726 1,844 779 463 
Amortissement et épuisement ........... 4,115 4,161 2,208 1,763 1,481 3,014 3,560 BP 7a 3,168 657, 
Frais (revenu) d’intérét — net ............ (667) (316) (528) (1371) (1,310) (1,058) (957) (733) (258) 138 
Impots sur le revenu et taxes miniéres ..... 8,531 1,002 3,094 4,219 8,059 4,780 5,859 7 444 4,142 2,096 
BUNGE COS th. nee on se ee ati ets 27, 592 S276 4,952 6,293 12,526 Ula 19,637 24,817 21,006 ay e0)1 
Motane Dalkea cont ty a: .ket 4 Aeleees oe Ge 230) aS 7 foul eS 6 254 BCS uO? lS eG lg Ge 1:65" 3G. 12 26S et, Oe eee 
Etat des dividendes 
Dividendes versés .......... ace eis ee 2-590) 96999590 69..6,066 5 -$°9,305" 8510,753° 9 929580) $20,951 $21;7795 $1172 ees 035 
Mental tepar.actlonaimete.t. okra ss. NE tel) Cee OMe pa ep 9 G92 9. $28 625 9 So 179 eS 186° oS 907 nS eee 
Dépenses de capital 
Propriétés, usine et €quipement ......... per 96,320. = $53,499 95937353. $ 3,548. =$ 800: $91,139" $= 655° $3) 870 @ $08 Sots 164 
Dépenses d’aménagement ............... L5G 411 2,615 1,398 978 bos — — 306 981 


Situation financiére 


FONGS;Ce TOULEMENE ctacar te. sd cvs Gada , $25,218 $12,897 $14,675 $18,349 $23;975: ~7$22;501 $23,364 $22,252 21$17,937 0 o- 9147 
Actions en circulation a la fin de l’exercice 12,970 12,970 12,970 ileal Ll al'7. “bv Al We Ah 17, Aide? iz sh aaa bre TZ 12 
Moyenne des actions en circulation pendant 


EX CLOLCOn hegre ny neeee ee. toens tree 11987 1,967 i729 TAA AWA TSW Ti 71e Ze Lae gb raat 77 
NOTES: 


(1) Basé sur la moyenne pondérée quotidienne des actions en circulation pendant |’exercice. Voir note 3 aux états financiers. 


(2) La Division Lake Dufault est arrivée au stade de la production le ler octobre 1964. Les résultats antérieurs 4 ceux-ci n’intéressent que la Division d’Opemiska. 
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AR4?2 MAR 80 1973 
FALCONBRIDGE COPPER LIMITED (FCL) 
Listed — TSE, MSE— $ 14-1/2 


Indicated 
1973 Earnings Per Share P/E Ratio Annual Yield 
Price Range 1971 1972E 1973E 1974E 1972E 1973E 1974E Dividend % 
$14%—9.20 $0.42 $0.80—0.85 $1.25—1.35 $2.00+ 17.4x Ox (eax $0.80 Se) 


RECOMMENDATION — Buy for capital gains and income. 


THE COPPER SITUATION 


In a press interview on a recent visit to New York, a well-known London-based metals trader commented 
that the copper situation is the ““most explosive of all the base metal commodities, followed closely by lead 
and zinc”. (American Metal Markets). It was also his opinion that this ‘explosive’ outlook, at the moment 
peculiar to the London Metal Exchange, would be worldwide within the next six months. 


The present situation stems from the old story — supply and demand. China and Russia are both rumored to 
have been purchasing large quantities of copper recently outside of their normal source of supply — Chile. 

The quality of Chilean copper, which used to rank among the best in the world, is suffering from the operation 
by poorly qualified technical personnel; for example, customers are receiving bubbly cathode and bent wire- 
bars. Shipments of Zambian copper have suffered since January 9 from the closing of the Zambia-Rhodesia 
border and alternative shipping routes had to be laid out. The first loads of Zambian copper have arrived at 
Mombasa on trucks of the Kenya National Transport Company. It is anticipated that future shipments will 
also go to Tanzania, Zaire and Portuguese Angola for shipment to world markets. 


The foregoing has naturally cut back the supply of copper at a time when demand was steadily growing. 


The London Metal Exchange price for spot delivery copper is currently around 67¢ per pound. The U.S. 
domestic price of copper was raised by Anaconda on February 28th to 60¢ per pound and it is anticipated 
that other major U.S. and Canadian copper producers will follow suit. Eighty cent a pound copper by 1974 
is a real possibility. 


ZINC 


The price of zinc has also been strong in the past couple of months. Currently there is a world shortage of 
zinc because of the closing down of some zinc smelters in the United States. The price of zinc could go to 
21¢ a pound before year end. LME zinc is currently around the 224%4¢ per pound level delivered to the U.S., 
where the domestic price is split 19—19%4¢ per pound. The outlook for both copper and zinc prices remains 
good. 


FALCONBRIDGE COPPER\(FCL) 


FCL is the result of the amalgamation of Lake Dufault Mines Limited, Opemiska Copper Mines (Quebec) 
Limited and Falconbridge Mines Quebec Limited, the latter of which held a 60% interest in Sturgeon Lake 
Mines Limited. 


Ore Reserves at December 31, 1971 were as follows: 


Lake Dufault Division 
Norbec Mine 315,000 tons of 1.2% copper; 2% zinc; 0.5 oz./Ton silver and 0.004 oz./Ton gold. 
Millenbach Mine 2,200,000 tons of 3.1% copper; 3.8% zinc; 1.1 oz. per Ton silver; 0.02 oz./Ton gold. 


Opemiska Division 


Springer Mine 2,353,000 tons of 2.86% copper 
Perry Mine 4,663,000 tons of 2.51% copper 
Robitaille Mine 84,000 tons of 2.06% copper 


Sturgeon Lake Mine 1,928,000 tons of 3.0% copper; 7.85% zinc; 
(67% interest) 4.54 oz./Ton silver 


RECENT DEVELOPMENTS 


Early in 1973 FCL acquired from Mattagami Lake Mines Ltd. for $ 3 million, the mining rights for the open pit 
portion of two claims in the Six Mile Lake area of northwestern Ontario. The claims which adjoin property of 
Sturgeon Lake Mines Ltd. will be returned to Mattagami when the work is completed. FCL subsequently sold a 
33% interest in these two claims to NBU mines Ltd. for $ 999,000. (NBU has a 33% interest in Sturgeon Lake 
Mines). NBU will pay a proportionate share of the cost of development. The acquisition of these two claims 
permits the open pit mining of this orebody as a single entity. 


Work is now underway to develop a series of copper/gold orebodies estimated to contain 555,000 tons, located at 

the east end of the Opemiska property about a mile from the Robitaille mine shaft. Plans call for a new shaft from 
which ore would be trucked to the Springer ore dump and treated at the Opemiska mill. Indicated tonnage would 

support a daily production rate of 300 tons for about 5 years. 


Capital and pre-production costs are estimated at about $ 5 million. 


FINANCIAL 


Below is a comparison of results for the nine months ended September 30, 1972. 


1972 1971 
Gross value of concentrates $ 36,201,000 $ 24,178,000 
Less: Treating, refining & freight 10,727,000 5,816,000 
Net value of concentrates 25,474,000 18,362,000 
Add: Investment Income 269,000 385,000 
Less: Op. and Administrative Expenses 11,354,000 9,310,000 
Exploration & Development 2,902,000 1,568,000 
Depreciation etc. 3,193,000 1,366,000 
Taxes 1,075,000 2,584,000 
Net Income 7,219,000 3,919,000 


Per Share $ 0.60 $ 0.33 


Operating Statistics 
. Tons milled 1,281,000 1,158,000 
Copper Production (lbs.) 61,182,000 44 .350,000 
Zinc Production (lbs.) 29,607,000 8,319,000 


For the full year we believe that per share earnings will amount to approximately $ 0.80—0.85 


COMMENT 


Falconbridge Copper’s program for expanding its ore reserves is meeting with considerable success. Tonnages at 
both Opemiska and Lake Dufault have increased. Still to come on stream is the Sturgeon Lake Mine; plans call 
for production from this mine in 1975. The company is presently sinking the shaft at the new copper/gold 
orebody (% oz. gold per ton and 2—3% copper) at the eastern end of the Opemiska property. Development will 
proceed in an orderly fashion since there is no particular need to hurry the project along, and the mine is not 
likely to be in production until 1975—76. 


1973 is shaping up as a very good year. The price of copper is very strong with the London Metal Exchange 
price currently around 67¢ per pound. The U.S. domestic price was recently raised to 60¢ per pound and it is 
anticipated that the Canadian price will be raised to the 60¢ per pound level also. Since a substantial portion of 
Falconbridge Copper’s production is sold on the LME, the benefits from the surge in copper prices will have a 
significant impact on 1973 earnings. The full benefit of these higher prices will flow through in the second 

quarter of 1973. Even if the current copper prices slide off to a degree, there is no question but that copper 
prices, both the LME and domestic, will be at higher levels than have prevailed in the past few months. It is 

quite possible that by 1974 we could see copper at 80¢ per pound. In addition to the strength in copper prices, 
the price of zinc has also been forging ahead and is now split at 19—19%¢ per pound in the U.S. and 19¢ per pound 
Canadian. Both silver and gold prices are at record levels. 


For 1973 we estimate that earnings will be in the $1.25—1.35 a share range. This could be conservative, depending 
on the price of copper and zinc. In 1974, assuming that copper and zinc prices remain strong, earnings could 
push through the $2.00 a share level. 


In our view the shares of Falconbridge Copper, though speculative in nature, at current levels have considerable 
potential for capital gains over the next 12 — 18 months. The indicated annual dividend of 80¢a share currently 
yields 5.5%, and the company could possibly declare an extra dividend in 1973 or increase the payout. 

Falconbridge traditionally pays out a substantial portion of earnings in dividends. 


Falconbridge Nickel owns 50.2% of the outstanding common stock. 


CAPITALIZATION 


As at December 31, 1971 


Common, no par value 


Authorized 20.000,000 shares 
Issued 12,970,125 shares 
Outstanding 12,970,125 shares 


Jean Murphy 
March 2, 1973 
73—10 


Studies are currently available on the following companies: 


ABITIBI 

ASHLAND OIL CANADA 

ATCO INDUSTRIES 

BRENDA MINES LTD. 

CANADA SOUTHERN PETROLEUM 
THE CANADIAN OILS — Parts I & I 
CANADIAN SUPERIOR OIL 
CONSOLIDATED BATHURST 
DOMAN INDUSTRIES 

DOME PETROLEUM 
FALCONBRIDGE COPPER LIMITED 
HUDSON BAY MINING & SMELTING CO. LIMITED 
KAPS TRANSPORT 

MASSEY FERGUSON LIMITED 


. MONENCO 


MORELAND—LATCHFORD PRODUCTIONS 
MURPHY OIL COMPANY LTD. 

C.A. PITTS ENGINEERING 

POWER CORP. 

THE PRICE COMPANY 
SCURRY—RAINBOW 

SKLAR MANUFACTURING 

UNITED CANSO 

VILLACENTRES 

WESTBURNE INTERNATIONAL INDUSTRIES 
ZIEBART — Prospectus only 


THE INFORMATION CONTAINED HEREIN IS NOT GUARANTEED BY US BUT KIPPEN & COMPANY INC. 
HAS BEEN OBTAINED FROM SOURCES WHICH WE BELIEVE TO BE CORRECT 


